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AN OVERVIEW OF THE
COUNTY IMPROVEMENT DISTRICT PROCESS

INTRODUCTION

A county improvement district (“CID”) is generalllge most realistic way
for the residents of an area outside the limita oity or town to construct,
improve or maintain local roads or a local watesewer system (or
acquire an existing system). A CID can also be& tseonstruct or
improve other public facilities — street lightsjeivalks, fire hydrants,
parks, recreational facilities, etc.

The CID will generally have a name that descritefiended purpose,
such as “Pine Heights County Road Improvement idtstf Navajo
County, Arizona.” The most common types are raaprovement districts
(which bring roads up to county standards so tlyle accepted into the
county maintenance system), road maintenancedalss{which simply
maintain roads without bringing them up to countgnglards), domestic
water improvement districts (local water systeragl] domestic
wastewater improvement districts (local sewer sys)e A CID can be
formed for multiple purposes.

This is a general and simplified outline of thesteequired to form a CID
and complete a project. The statutes governings@ie found in Title 48,
Chapter 6, of the Arizona Revised Statutes (A.B848-901 to 48-1070).
The statutes include detailed requirements fotipai and resolutions, the
publishing of notices, etc. No attempt has beedena this outline to
cover these details. Because the legislature asrtedstatutes from time
to time, the current versions must always be ceaedwhen a CID is
formed or when an existing CID makes an improvenoeicquisition.

Please note: There are many other types of “ZBlspecial taxing
districts” — special road districts, sanitary dids, fire districts and many
others. Each has its own set of statutes. Thisewcovers only CIDs.



« FORMATION OF THE DISTRICT

¢ All of the land included in the CID generally min& in the
unincorporated area of the county (meaning the @uéside of the
limits of an incorporated city or town).

¢

>

>

The land doesn't all have to be contiguous (adimhi

State land may be included with the consent okthte land
commissioner.

A CID formed to make street, water, flood protestior park or
recreation improvements may include land withintg @©r town)
with the consent of the city council.

The first step in forming a CID is a petition te@tbounty board of
supervisors.

>

The petition must be signed by a majority of theparty owners
(for example, 51 of 100 owners) or by the ownerSX#% or more
of the property (for example, 51 of 100 acres) witihhe proposed
CID.

» Each parcel is treated as though it only has onmeeoveven if
there are several owners. This means that aaywner's
signature is sufficient, unless the other owrdgect.

The petition must include a legal description & Boundaries of
the CID. It must include only entire parcels toieththe county
assessor has assigned parcel numbers — parcdibeaplit by the
district boundaries.

The petition must also include a map or drawingashg the
approximate area and boundaries of the proposed CID

The petitioners must also post a bond to covectmty’s
expenses in case the CID isn’t formed.

After the petition is filed, the board of supervis@ublishes a notice
twice in the local newspaper and also mails theadb all property
owners within the proposed CID as shown on the mezsint tax roll.
(Undeliverable notices are given to the county réeg who updates
the ownership information for future notices.)

The board of supervisors then holds a hearing emp#htition within 40
days after the petition is filed.



» No hearing is required if the petition is signedtbg owners of
100% of the property within the CID.

¢ At the hearing, the board of supervisors hearsotibjes to the
formation of the CID and either approves or disapps it.

> If it appears that some property won’t benefit frbeing in the
CID, the board may exclude it. If it appears {atperty not
included in the CID will benefit, an additional re# and a second
hearing may be required.

» If there is a great deal of opposition, the boaay mefuse to form
the CID or require a higher level of support (faample, 75% of
the property owners or the owners of 75% of theerty).

¢ After the board of supervisors approves or disapgsdhe formation of
the CID, any “aggrieved party” (meaning anyone vathinterest in the
formation of the district) can file a suit in thepgrior court within 20
days to challenge the board’s decision.

¢ Except for domestic water or wastewater improvendesiticts (called
“DWIDs"), and districts formed to improve or maimaoads to less
than county standards (called “RIMDs"), the boafdupervisors
serves as the board of directors of the CID.

> A DWID or RIMD may have a locally elected boarddifectors
(with at least 3 members). It is still a CID — th@ard of
supervisors just isn’t the board of directors.

» Every CID is a separate “political subdivision”indhe county.
The county may charge the CID for services it pesito the
district (financial, accounting, legal servicegation services, etc.).

» Most CIDs complete a particular project (such asrgathe roads)
and become inactive. For certain types of CID$ tbquire day-to-
day administration, such as a road maintenanceatiist a
recreation district, the board of supervisors mayaent a local
advisory committee to handle the day-to-day openatif the
district and make recommendations to the board.

¢ If the residents later want to add property toGtie or make other
changes, they generally must follow the same stafi;ed above for
the creation of the CID.

» However, an adjacent property owner can simply&sgjto be
added to the CID, with no petition or other forrtiah.



» Otherwise, a new petition is required. It musslgmed by a

majority of the owners in the area to be addedvelkas by the
owners of 51% of the assessed valuation of thegotppo be
added. Note that these requirements are différemt those for the
petition to form the CID in the first place.

« AUTHORIZING THE WORK

¢ The petition to form the CID is generally combineith a “petition to
incur expenses” describing the work that the distritends to do and
authorizing the district to incur expenses for thispose.

>

The petition to incur expenses doesn’t have tanbkided with the
petition to form the CID, but it will have to bem® later if it isn’t
included with the petition to form the district.

The petition to incur expenses must be signed éytimers of a
majority of the property fronting on the proposeorkv If the work
will benefit the entire district, the petition tedur expenses must be
signed by the owners of a majority of the frontagghin the entire
district.

Thus, if the petition to form the CID and the petitto incur
expenses are combined into one, it must be signddth the
majority of the owners or the owners of a majoatyhe property
(required for formation) and the owners of a mayooif the
frontage (to incur expenses).

¢ An engineer appointed by the board of directors fhrepares an
estimate of the expenses for the work. If consibaowill be required,
the engineer also prepares plans and specifications

¢ The board of directors then passes a “resolutidntehtion” to do the
work.

>

A notice describing the work and the passage ofébelution of
intention is mailed to all property owners who viaé assessed for
the cost of the work.

A resolution of intention is required only if theovk will be paid

for by assessments against the parcels withinigtead (see the
section below on paying for the work). If it Wide paid for through
grants, taxes or some other source, a resolutionteftion isn’t
required.



After the notice is mailed, there is a 20-day psbpeeriod.

» If the owners of a majority of the property wittihre CID (or a
majority of the frontage, if this is how the workiiMbe assessed)
protest the work, this stops any further actionaleast six months
(unless the owners of a majority of the propertyeiside” the
protest with a petition for the work to be done).

» In addition, any property owner may object thatpgascel shouldn’t
be assessed for the cost of the work because itusl peon’t
benefit (or that other property should be inclubedause it will
benefit).

When the 20-day protest period expires, the bohdirectors
schedules a hearing on the protest (and any indiviobjections)
within 30 days.

» A notice of the hearing is published in the newspamd is also
mailed to each person who protested or objected.

After the hearing, the board of directors pass&esolution ordering
the work.”

A notice of the resolution ordering the work, tdgatwith an invitation
for bids to do the work, is then published in tlegvepaper and is also
posted at the place where the board meets.

» For projects requiring construction, the distriaishalso comply
with the public bidding statutes in Title 34 of tAazona Revised
Statutes, which govern all public construction.

The bids are then opened by the board of direatcasgpublic meeting,
and the contract is awarded to the responsiblesbidtio submits the
lowest bid.

A notice of the award of the contract is then psldd in the
newspaper.

» Within 15 days after the notice of award is puldighany person
having an interest in property within the CID mdg fvith the
board of directors a claim that the process wasatiee or illegal.

» If such a claim is filed, the board of directorateit. If the
board rejects the claim, the contract to do thekvi®signed
within 5 days.



= |f no claim is filed, the contract is signed witHi20 days after
the notice is published (meaning within 5 daysrafie 15-day
claim period expires).

¢ When the work is substantially complete, the “sugendent of
streets” (generally meaning the county employeé&dased by the
board to perform these duties) records a certdichtcompletion and
mails a notice to each property owner.

» Any owner or other person with an interest in thepprty has one
year after the certificate of completion is recatde file a claim
with the board of directors on the basis that tlhekvor acquisition
didn’t comply with the resolution of intention, tlestimate of
expenses or the plans and specifications.

» |f such a claim is filed, the board holds a heaand may allow
a reasonable time for any problems to be corrected.

« PAYING FOR THE WORK

¢ The CID typically pays for a major improvement cgaisition by
selling assessment bonds, using the proceeds Femsale of the bonds
to pay the contractor (or make the acquisitiondl assessing the
property within the district in order to pay offetitbonds and other
expenses.

¢ The amount of the assessment can be estimatedire#nky process on
the basis of the engineer’s cost estimate andutrertt conditions in
the bond market

» The amount that each parcel within the district & assessed is
based on how much it will benefit from the workhefe are a
variety of different ways that the benefits cardie&rmined,
depending on the type of work to be done and the tf parcels
within the district.

> After the contract has been awarded, the assesssmecbrded in
the office of the superintendent of streets. Aawobf the
assessment if generally recorded with the courdgrder as well.

= When the assessment is recorded, each parcelsctasp
portion of the assessment becomes a first-pribatyagainst
the parcel.



> After the assessment has been recorded,, the bbdnatctors
waits at least 20 days and then holds a hearirtge@assessment.

= A notice of the hearing is published in the newspamd is also
mailed to each property owner affected by the assest.

= Anyone who objects to the legality of the assessmethe
legality of any other aspect of the process maydilvritten
objection before the hearing.

= At the hearing, the board rules upon all objectiand may
require the assessment to be revised if it finds tte original
assessment wasn't fairly apportioned among thestsavathin
the district.

» The owners of each parcel have 40 days after $esament is
recorded to pay their portion in cash (i.e., in father than in
installments).

= After the 40-day period expires, property ownensagally can
no longer pay in cash and must pay in installmentdune 1
and December 1 of each year until their portiothef
assessment is paid in full. The number of instafita is tied to
the number of years for the repayment of the beniliss is
typically ten years or less, but it could be mumhger for a
major project.

> If a property owner fails to pay an installment witie, a 5%
penalty is added.

» If the delinquent installment, 5% penalty and ott@sts aren’t
paid, the entire assessment amount may be “actedérnd the
delinquent parcel may be sold in whole or part jptilic auction.

= After the sale, the property owner or anyone eligke an
interest in the parcel may “redeem” the parcel l=fodeed is
delivered to the person who bought the parcelaséie.
Interest on the amount paid by the purchaser ialgayat the
rate of 5% to 20% (depending on how soon aftes#be the
redemption is made).

» If no redemption is made within 13 months after shte, the
person who bought the parcel is entitled to a de®d the
district. When a deed is issued, the foreclosuoegss is
complete and the purchaser owns the parcel.

» This is one of the key points to understand aboDsC Because
the approval of 100% of the property owners iseguired to form



a CID, some people who strongly object to the faromamay find
themselves included in the district against theik Wf they don't
pay their assessment installments, they can leseghoperty — just
as if they didn’t pay their property taxes.

« LEVYING TAXES

¢ The CID can also levy property taxes to meet iedseas set forth
in the annual budget adopted by the board of dirsct

¢ The statutes limit the purposes for which tax ressnmay be used.
Specifically, they may be used to pay the “genebdigations” of
the CID.

» General obligations include the expenses of opegati
maintaining and repairing improvements; the pureh@sce of
parcels that the district is required to buy beeaus one bids
on them at a delinquency sale; and the repaymedoto$ that
the district is authorized to enter into.

= For example, a CID formed solely to maintain roadheir
present condition could choose to pay for its ofpema
through taxes, because operating and maintenapensass
are general obligations.

» Taxes can also be used to pay the costs of making a
improvement or acquisition if these costs are $adly
identified as general obligations of the districthe
resolution of intention and the construction cocttia
purchase contract.

Remember, the above outlineis only a general summary of some
very complicated statutes. The statutesin Title 48, Chapter 6 are
very detailed and cover situations not discussed in the above
outline.



